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 In the last article, I brought up the challenge of dealing with the possibility of very poor 
investment performance at the beginning of a withdrawal cycle.  A very extreme example would 
be a person who retired in November of 2007 when the S&P 500 index was at 1546.  Over the 
next 17 months the index slid to 729.  That is almost a 53% reduction – and it took until March 
2013 to get back up to where it was before the slide.   

 If you had $100,000 invested in the S&P 500 index at the beginning of the cycle and 
were taking 5% annual withdrawals ($5,000 per year) your account balance would have reached 
a low point of $44,178 in March of 2009.   Your $5,000 per year withdrawal would be 11.3% of 
your account balance - a balance which would have been down by almost 56%.  That could 
cause some sleepless nights.   

 There are a couple of solutions that you could have employed to make this scenario less 
painful.  One obvious one is to diversify the account by asset class.  You would not have it all in 
the S&P 500 – you would have other asset classes to reduce the overall risk in the portfolio.  This 
is generally a good idea and over long periods of time it has reduced volatility in portfolios.  
However, it would not have been very effective in the particular scenario that played out in the 
2007 – 2010 cycle.  The extreme situation of a potential liquidity crisis forced almost all asset 
classes to take fairly large losses.   

 The other solution is to create a buffer of very liquid low volatility holdings that can be 
used to take income during a down market cycle.  Typically, we recommend 3 to 5 years’ worth 
of withdrawals in a very conservative allocation and another 3 to 5 years in a moderate one.  This 
does not alleviate all of the concerns with this type of market cycle.  The total assets would still 
be down considerably at the low point.  However, it does provide a buffer and reduces the risk of 
running out of money when this type of severe condition exists.  Fortunately, these types of 
extreme events are very unusual and the approach is very effective in the more normal down 
market.   

 

Material discussed is meant to provide general information and it is not to be construed as 
specific investment, tax or legal advice. Neither United Planners nor its financial professionals 
render legal or tax advice. Please consult with your accountant or tax advisor for specific 
guidance. 

Dennis J. Rogers, CPA, CFP® is a Registered Principal offering securities and advisory 
services through United Planners Financial Services. Member FINRA/SIPC. Rogers & Kirby 
and United Planners Financial Services are not affiliated. He is a partner in a financial 
advisory practice in Phoenix that focuses on helping clients make smart decisions about their 
money based on their personal core values. He can be reached at dennis@rogerskirby.com or 
602-748-1900. 

 


